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Standard Sr Poor's 
Role in the Financial Markets 

tandard & Poor's Ratings Services traces its history back to 

1860. It currently is the leading credit rating organization and 

a major publisher of financial information and research services 

on  US. and foreign corporate and municipal debt obligations. 

Standard & Poor's was an  independent, publicly owned corpora- 

tion until 1966, when all of its common stock was acquired by 

McGraw-Hill Inc., a major publishing company. Standard & Poor's 

i s  now a business unit o f  McGraw-Hill. In matters of credit analy- 

s i s  and ratings, Standard & Poor's Credit Market Services oper- 

ates entirely independently of McGraw-Hill. Investment Services 

and CorporateValue Consulting are the other units of Standard & 

Poor's.They provide investment, financial, and trading informa- 

tion, data, and analyses-including on equity securities-but 

operate separately from the ratings group 
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R at i n g M et h o d u I o g y : 
Industrials b Util it ies 

tandard & Poor's uses a format that divides the analytical 

task, so that all salient issues are considered.The framework 

w e  use looks first a t  fundamental business analysis; then comes 

financial analysis. 
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Raling Methodology 

Finailcia1 Risk Profile 

Intermediate Aggressive Highly Leveraged .. ~~~ . ~ ~ ~ ~~ ~ ~ .~ ~~ ~ 

Modes1 .. Burinerr Rtrk Profile Minimal 
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afings ,4nd Ratios: 

h e  key ratio medians for U.S. corporates by  rating category 

and their definitions are displayed below.The ratio medians 

are purely statistical, and are not intended as a guide to achieving 

a given rating level.They are not hurdles or prerequisites that 

should be achieved to attain a specific debt rating. 

Caution should be exercised when using the ratio medians for 

comparisons with specific company or industry data because of 

differences in method of ratio computation, importance of indus- 

try or business risk, and the impact of mergers and acquisitions. 

Because ratings are designed to be valid over the entire business 

cycle, ratios of a particular company at  any point in the cycle may 

not appear to be in line with i ts assigned debt ratings. Particular 

caution should be used when making cross-border comparisons, 

because of differences in accounting principles, financial prac- 

tices, and business environments 

:,' www.carporoiecriteria.standardandpoors.com 

http://www.carporoiecriteria.standardandpoors.com


Three-year 12002 l o  20041 medians 

04 (1 !l . a  :? ? 3 5  5 3  :Y 

Three-year (2002 lo 20041 medians 

AA A BE E 

Srsiirlnrd & I'oorlr * Corporate Ratings Criteria 2006 43 



Ratings and Ratios 


